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From March 19-21, about 1,200 business leaders from around the hemisphere met with the trade
ministers of 34 countries to review the progress achieved so far in constructing the Free Trade
Area of the Americas (FTAA). At the conference, the ministers discussed the advances made by
seven working groups that were set up in 1995 to begin preliminary negotiations on the FTAA, and
they decided to create an additional five working groups during the next year. The ministers also
tentatively agreed on a strategy of building the FTAA by slowly weaving together all the subregional
free trade agreements that are now functioning throughout the Americas into one hemispheric
initiative, thus discarding an earlier proposal to construct the FTAA through country by country
incorporation into the North American Free Trade Agreement (NAFTA).
Perhaps more important, the conference participants all adamantly reaffirmed their commitment
to forge the FTAA by the year 2005, despite growing political obstacles, such as a surge in the US of
election- year opposition to free trade. At the Summit of the Americas, held in Miami in December
1994, the US, Canada, and the heads of all Latin American and Caribbean nations with the exception
of Cuba agreed to complete negotiations for a hemispheric free trade area within 10 years, thus
allowing the FTAA to begin operating by 2005 (see NotiSur, 12/15/94). To push the initiative forward,
the heads of state mandated the region's trade ministers to supervise negotiations. The ministers,
in turn, drew up a calendar for talks that calls for annual ministerial-level conferences and periodic
presidential summits to review the FTAA's progress. They left the ongoing process of weekly and
monthly negotiations, however, in the hands of deputy trade ministers, cabinet officials, and private
sector representatives from each country.
At the first trade ministers' conference in June 1995, the ministers authorized the formation of seven
working groups to examine specific issues that will form the basis for negotiations when formal
FTAA talks eventually begin. The seven groups are currently reviewing the issues of market access;
customs procedures and rules of origin; investments; standards and technical barriers to trade;
sanitary and phytosanitary measures; subsidies, antidumping, and countervailing duties; and the
effect of integration on the region's smaller economies (see NotiSur, 07/06/95). The working-group
discussions are, in effect, preliminary negotiations for the FTAA, whereby the participants in each
group are drawing up detailed assessments of the specific issues that must eventually be negotiated.
In fact, reflecting the importance of the working groups as a first step in forging the FTAA, in
mid-1995 the Organization of American States (OAS), the Inter-American Development Bank (IDB),
and the UN's Economic Commission for Latin America and the Caribbean (ECLAC) formed a
"Tripartite Commission" to assist the groups in preparing their assessments by providing them with
analytical support, technical assistance, and relevant studies on topics under review. The groups'
final assessments will eventually provide the trade ministers and their deputies with detailed
blueprints for discussion once official FTAA negotiations begin.
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Since last July, all seven working groups have been meeting regularly, and a preliminary report
on their progress was presented to the region's deputy trade ministers at a conference in early
December 1995. The deputy ministers, in turn, presented an overview of the groups' progress to the
region's trade ministers at the latest ministerial-level conference, held in Cartagena, Colombia, in
mid-March. Slow but steady progress in working groups To date, progress in the working groups
has been varied. Most of the commissions are still involved in collecting the data necessary to make
comprehensive recommendations to the trade ministers.
Still, there has been substantial discussion of issues since July, and in some cases, initial conclusions
on specific matters have been reached. Following is a brief summary of the initial steps taken by
each group since July, which was compiled by the OAS Trade Bulletin, a new monthly publication
launched to closely follow developments in hemispheric integration:
*The working group on smaller economies has been focusing its discussions on special
circumstances that could affect the ability of the less-advantaged economies in the region to
participate in trade liberalization. The group is preparing a compendium that will compare the role
played by smaller economies in current international, regional, and subregional trade agreements.
The group is also reviewing specific problems facing the smaller economies in Latin America and
the Caribbean, such as inadequate human and financial resources, lack of physical infrastructure
and transportation, government dependence on revenues derived from tariffs, and external debt.
*The working group on standards and technical barriers to trade is reviewing issues related to
product standards and their importance in hemispheric trade liberalization. The group has asked
all regional governments to provide written descriptions of their national systems of standards and
technical regulations, which will then be compiled by the OAS in a comparative outline.
*The working group on investment is examining current regional accords and treaties to determine
areas of commonality and points of divergence, and has asked the IDB to prepare a comparative
study of foreign investment regimes. The study will explore how legislation in each country defines
foreign investment and whether certain sectors are off-limits to foreign investment. It will also
examine existing tax regimes for foreign investors, regulations governing currency transfers, and
expropriation.
*The working group on subsidies, anti-dumping, and countervailing duties has focused its meetings
on examining the effects of agricultural export subsidies on global and regional trade, and has
discussed methods through which the FTAA will deal with national-level legislation designed to
counteract subsidies. The group asked the OAS for assistance in preparing three compendiums:
one covering hemispheric agricultural export subsidies; a second on current laws and regulations
regarding subsidies, anti-dumping, and countervailing duties in the region; and a third on antidumping and countervailing duty actions that are now in effect in the hemisphere.
*The working group on sanitary and phytosanitary measures has been reviewing issues related to
plant, animal, and human health as they affect trade in agricultural products. The group requested
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OAS assistance to prepare two inventories, one of sanitary and phytosanitary measures contained in
current regional trade agreements, and a second that documents regulations governing those issues
in the individual nations.
*The working group on market access is constructing, with IDB assistance, a comprehensive data
base on tariff and nontariff barriers to market access that affect hemispheric trade in industrial and
agricultural products.
*Finally, the working group on customs procedures and rules of origin is currently constructing, also
with IDB assistance, two data bases: one that includes rules of origin in current trade agreements
and another that covers customs procedures in nations around the hemisphere.
Given the slow, varied progress in the working groups to date, the trade ministers postponed any
decision on when to open formal FTAA negotiations until their next ministerial meeting to be held
in Belo Horizonte, Brazil, in 1997 thus giving the groups another year to complete their assessments
and make recommendations on the issues under review. "We believe that substantial additional
preparatory work must still be carried out before we can begin productive negotiations," reads
a declaration by the ministers signed at the end of the conference. In the declaration, however,
the region's deputy ministers were instructed to intensify their coordinating efforts to accelerate
progress by the working groups "to ensure that substantial progress is made prior to the 1997
conference." As a result, the deputy ministers agreed to hold three regional conferences with the
working groups during the next 12 months.
Clearly, extending the time is essential since the ministers authorized the formation of five new
working groups to cover issues not yet touched on by the other seven. The new groups will review
policies governing competition, government procurements, trade in services, intellectual property
rights, and dispute-resolution mechanisms. This last group will not be formed until early 1997,
although the other four will be set up immediately. Subregional trade blocs constitute backbone
of FTAA In addition to reviewing progress by the working groups, the ministers discussed the
general strategies that will guide the creation of the FTAA once formal negotiations begin. Until
now, the FTAA debate has focused on two basic proposals: a strategy of slow expansion of NAFTA
which currently includes the US, Canada, and Mexico until all countries in the hemisphere are
incorporated; or a steady strengthening and broadening of existing subregional trade agreements
that would eventually culminate in their full integration into a single hemispherewide accord. The
ministers did not reach any agreement on which strategy to pursue, deferring a final decision on the
issue until 1997, when the ministers expect to formally launch the FTAA negotiations. Nevertheless,
all the delegations including the attending US officials tentatively agreed that the multilateral
approach is much more realistic, given that a strategy based on expansion of NAFTA on a country
by country basis would be far too tedious.
"We are well aware that the process of building the FTAA will not be easy, and we must evaluate all
the possible methods for reaching our goal," said US Commerce Secretary Ron Brown. "We cannot
wait for NAFTA to spread throughout the hemisphere, because that route would be extremely
slow." Perhaps more important, if the FTAA were built by using NAFTA as the starting point, most
of the Latin American countries especially the smaller economies fear that the hemispheric initiative
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would simply become a process of "absorption" by the NAFTA countries, especially by the US. The
three NAFTA partners constitute a colossal free trade zone that together accounts for nearly 90% of
economic activity in the hemisphere. The US alone accounts for about 77% of regional GDP.
Thus, all the delegations agreed that the steady strengthening and broadening of the five principal
multilateral trade blocs the Southern Cone Common Market (MERCOSUR), the Andean Pact, the
Central American Common Market (CACM), the Caribbean Community (CARICOM), and NAFTA
provides a much more realistic framework for hemispheric integration. By using the existing trade
blocs as a point of departure, the individual members of the various trade agreements can steadily
tear down their trade barriers at a pace that reflects the strengths and weaknesses of the local
economies, while simultaneously allowing the individual member countries to forge "trade niches"
that they can later reinforce when integrating into the FTAA.
"We unanimously agreed that the current, subregional integration processes must make up the
backbone of the FTAA," said Colombian Trade Minister Morris Harf at the end of the conference.
"An integration process that builds upon the trade accords already in place will allow us to deal with
the disadvantages of the smaller economies vis-a-vis the more developed ones. We have to achieve
some measure of equilibrium when pursuing economic development in the region."
Added US Trade Representative Mickey Kantor, "The five principal subregional integration treaties
are playing a very important role in the hemispheric integration process by slowly tearing down
trade barriers around the Americas. The agreements that we reached at this conference have
provided us with a launching pad for continental integration during the next decade." In practice,
the agreement to build on existing trade blocs and treaties is simply a recognition of reality, since
the process of regional integration is already spreading beyond the multilateral accords now in place
throughout the hemisphere. In the case of MERCOSUR, for example, Bolivia and Chile have both
reached tentative accords which will be formally signed in June 1996 to join the common market (see
other article in this edition of NotiSur). After June, MERCOSUR will span the entire Southern Cone,
from Atlantic to Pacific.
In addition, preliminary talks have continued between the Andean Pact and MERCOSUR countries
regarding an eventual fusion of the two trade agreements, which would cover the entire South
American continent with the exception of Guyana and Surinam. And, in late 1995, the US and
Brazil proposed that the NAFTA and MERCOSUR countries hold a conference in July 1996 to
explore a possible future fusion of those two trade areas as a first step toward forging the FTAA.
Together, NAFTA and MERCOSUR account for 95% of the Western Hemisphere's GDP and 85% of
its intrahemispheric trade. Ministers favor private-sector participation in FTAA talks Meanwhile,
among other decisions at the Cartagena meeting, the ministers agreed to seek much more active
participation by business associations from around the Americas in the effort to forge the FTAA.
About 1,200 business leaders met for two days in Cartagena from March 19- 20 to review the FTAA
process and draw up recommendations for the ministers.
The participating business representatives drew up a list of 16 specific suggestions to fortify the
integration process, all of which were reviewed by the ministers and most of them accepted as issues
for discussion. Among the most important recommendations were:
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*US adoption of the metric system to harmonize its measurement standard with the rest of the
continent;
*unification of sanitary and phytosanitary measures that regulate trade of agroindustrial products
and raw materials throughout the hemisphere, as well as harmonization of guidelines for product
packaging, labels, and other technical regulations governing the trade of food goods;
*new flexible laws to promote investment in energy projects throughout the continent;
*concerted government efforts to fortify existing infrastructure to strengthen air, sea, highway, and
railroad transportation systems, plus efforts to develop internodal cargo;
*new flexible laws and treaties to allow for easy and rapid cross-border transportation;
*laws to protect against expropriation; * programs to fortify small and medium-sized businesses;
and,
*direct private-sector participation in talks to form the FTAA.
In response, the ministers agreed to create a permanent forum for business participation in the
ministerial FTAA meetings, and to allow for private-sector input at all levels of the integration
process. In fact, most of the countries especially the US energetically pushed for a much greater
role for the private sector in the FTAA negotiations, since business associations have much more
practical knowledge of the issues under discussion. Moreover, government representatives tend to
get bogged down by political considerations, while business leaders are more insulated from such
pressures. "The private sector must take the lead in this process since businesspeople are the ones
who, through their daily activities, are already constructing free trade around the hemisphere," said
Ron Brown.
All countries firmly back FTAA, despite political obstacles Finally, notwithstanding the importance
of the conference conclusions on FTAA strategy and business participation, perhaps the most
important outcome of the Cartagena meeting was the firm renewal of political backing for the
hemispheric integration initiative.
Political commitment to the FTAA has wavered somewhat since late 1995, largely because of
growing problems in the US regarding free trade agreements in general. The failure of President Bill
Clinton's administration to achieve fast-track authority from the US Congress last year to negotiate
Chile's entrance into NAFTA cast a shadow over the entire hemispheric integration process, since
the Chile-NAFTA negotiations were generally regarded as a litmus test for US commitment to
free trade accords with Latin America and the Caribbean (see NotiSurs, 10/19/95 and 11/09/95).
Moreover, regional concerns about US commitment to the FTAA have increased as a result of
the US electoral campaign this year, since the issue of free trade has become a centerpiece in the
presidential race.
During the Republican Party primaries in February and March, for example, Pat Buchanan an
extreme-right contender for the Republican nomination who represents an important segment of
that party's base whipped up opposition to free trade in the US that is bound to flare up frequently
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throughout the duration of the electoral campaign. "We are suffering a severe backlash in the US,"
said Michael Skol, who until late January was senior deputy assistant secretary of state for interAmerican affairs.
"Watch out for a slow, angry year while our politicians sort themselves out. Pat Buchanan is not
going to be elected president, but his trade position is not unique. His victory in some of the
primaries illustrates that not many people understand how many Pat Buchanan's there are out
there...It is a phenomenon we all have to watch out for." Skol, who is now a senior vice president
with the consulting firm Diplomatic Resolutions Inc., was a keynote speaker at a roundtable on Latin
America sponsored by the International Insurance Council in late February.
Skol told the conference participants that the "fiesta" years of 1993- 1994 that led to the approval
of NAFTA rapidly turned into a "hangover" after the Mexican economy collapsed last year.
According to Skol, the Clinton administration oversold the economic and job benefits of NAFTA
in Congress, raising expectations that were quickly dashed by the Mexican financial crisis. "The
administration and others who are pro-trade have failed to fully explain the benefits of NAFTA and
other agreements to the American public," said Skol. "Unfortunately, it takes more than a sound
bite to explain why free trade works for more people. You can't go back and give theory to a person
who knows a lot of unemployed people." Indeed, a public opinion poll conducted in the US in
mid- March by the Peter Hart Research firm and the Bank of Boston found that 58% of the people
surveyed are opposed to any new trade agreements with Latin American countries, compared with
only 29% who favor new accords. In addition, 42% of those polled believe that trade agreements
lead to job losses for North Americans, while only 24% said they lead to job creation. As a result, no
progress on Chile's incorporation into NAFTA is expected until after the November 1996 elections.
In turn, no concrete progress on any other trade accords in the hemisphere is realistic either until
at least 1997. Nevertheless, during the Cartagena conference, US officials made a concerted effort
to demonstrate firm US commitment to the FTAA, emphasizing that short-term domestic political
problems will not sway the US from the long-term goal of hemispheric economic integration.
"Political problems can have an impact on trade negotiations, such as the ones we are involved in
here in Cartagena," said Ron Brown in his address at the trade ministers' conference. "At times
the decisions we take are not shared by other countries, and some can even be contrary to trade
processes.
But the Clinton administration is firmly convinced of the need to make the American continent into
a free trade region, and we are committed to doing that as quickly as possible, even before the target
year of 2005 if possible." Consequently, the participating ministers emphasized their resolve to keep
the FTAA on track and to complete all negotiations on the trade agreement during the next decade.
"Above all, we reaffirm our commitment to conclude the negotiations by the year 2005 at the latest,
and we are committed to achieving substantial progress in that direction by the end of the century,"
reads the ministers' declaration. The next ministerial conference in 1997, then, is universally seen
as a turning point for the FTAA, whereby formal negotiations over the integration initiative will be
launched, with a concrete calendar drawn up for those negotiations. (Sources: OAS Trade Bulletin,
December 1995, January/February 1996; Journal of Commerce, 02/22/96; New York Times, 03/04/96;
Reuter, 02/27/96, 03/03/96, 03/04/96, 03/19/96, 03/21/96; Notimex, 03/18/96, 03/21/96; Deutsche Press
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Agentur, 03/21/96; Inter Press Service, 02/24/96, 03/09/96, 03/12/96, 03/19/96, 03/21/96, 03/23/96;
Agence France-Presse, 02/28/96, 02/29/96, 03/01/96, 03/16/96, 03/19- 22/96, 03/24/96)

-- End --
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